Bottled Water - A Case of Pointless Trade? by Friberg, Richard & Ganslandt, Mattias


















Working Paper No. 599, 2003 
 
Bottled Water -- A Case of Pointless Trade?  
 




















IUI, The Research Institute of Industrial Economics 
P.O. Box 5501 















































7KH WKHRU\ RI WUDGH XQGHU LPSHUIHFW FRPSHWLWLRQ WKDW KDV GHYHORSHG IURP WKH V














WKHUH LV DUJXDEO\ OLWWOH UHDO SURGXFW GLIIHUHQWLDWLRQ ORZ WHFKQRORJLFDO HFRQRPLHV RI VFDOH
WUDQVSRUWFRVWVDUHKLJKUHODWLYHWRWKHYDOXHRIWKHSURGXFWDQG6ZHGHQLVDOVRDQH[SRUWHURIWKH
VDPH JRRG



















































HPSOR\HG DW WKH VRXUFH ZKHUH WKH ZDWHU LV ERWWOHG 7KH WZR RWKHU HIIHFWV RI WUDGH UHO\ RQ
LPSHUIHFWFRPSHWLWLRQDQGFDQEHVWXGLHGLQDSDUWLDOHTXLOLEULXPIUDPHZRUN
2QH FODVV RI PRGHOV ZKHUH PRGHOLQJ KDV IRFXVHG RQ PRQRSROLVWLF FRPSHWLWLRQ DQG
LQFUHDVLQJ UHWXUQV \LHOGV JDLQV IURP WUDGH EHFDXVH RI SURGXFW GLIIHUHQWLDWLRQ DQG LQFUHDVLQJ






























































































7 KHP D UNHW IRUVS DUNO LQJZDW HUL VP X FKO DUJ HUL Q6ZH GHQWK DQW KD WIR UVW LO O ZDW HULQ IDFW L W 
FRQVWLWXWHVSHUFHQWRIWKHPDUNHWIRUERWWOHGZDWHUVROGLQVWRUHV
￿7KHORZHUSDUWRI7DEOH















ZDWHU DQG VRIW GULQNV DUH HVWLPDWHG WR KDYH WKH ORZHVW PLQLPXP HIILFLHQW VFDOH RI WKH 
LQGXVWULHV H[DPLQHG 7KH PDUNHW VWUXFWXUH LV FRQVLVWHQW ZLWK HQGRJHQRXV VXQN FRVWV LQ
PDUNHWLQJKRZHYHU7KHDGYHUWLVLQJWRUHYHQXHUDWLRRYHUWKHSHULRGLVSHUFHQWZKLFKLVTXLWH
KLJK


















QDWLRQDO PDUNHWV DUH VHJPHQWHG WKLV DSSHDUV WR KROG ZHOO IRU ERWWOHG ZDWHU DV ZHOO ,Q D
FRPSDULVRQ RI SULFHV RI VXSHUPDUNHW SURGXFWV DFURVV  (8 FRXQWULHV ERWWOHG ZDWHU KDG WKH
KLJKHVW SULFH GLVSHUVLRQ DFURVV QDWLRQDO PDUNHWV RI DOO SURGXFWV LQYHVWLJDWHG ZKLOH SULFH
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ZKHUH GM LV WKH PHDQ YDOXDWLRQ IRU SURGXFW M]LJ LV LQGLYLGXDO L
































































































ORFDO 7KH FRUUHODWLRQ EHWZHHQ 35,&,167 DQG 35,&( LV  ,PSRUWDQWO\ WKH QDWLRQZLGH
GHPDQG VKRFNV WKDW DUH FRUUHODWHG ZLWK QDWLRQZLGH PDUNHWLQJ VKRXOG EH SLFNHG XS E\ RXU
LQFOXVLRQRI0$5021QDWLRQDOPRQWKO\PDUNHWLQJH[SHQVHV:HDOVRXVHWKHGLVWDQFHIURP
SURGXFHUWRWKHFRQVXPHUVUHJLRQPXOWLSOLHGE\WKHFKDQJHLQWKHGLHVHOSULFH',67',(67KH
FRUUHODWLRQ EHWZHHQ ',67',(6 DQG 35,&( LV ORZ RQO\  1HYHUWKHOHVV ',67',(6 LV D
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*LYHQ REVHUYHG SULFHV PDUNHW VKDUHV DQG WKH HVWLPDWHV RI  DQG  IURP 6HFWLRQ  LW LV
VWUDLJKWIRUZDUGWRFDOFXODWHWKHHVWLPDWHGPDUJLQDOFRVWVE\VROYLQJWKHV\VWHPUHSUHVHQWHGE\
HTXDWLRQ  IRU HDFK PDUNHW DQG HDFK WLPH SHULRG VHSDUDWHO\ ,Q 7DEOH  ZH SUHVHQW VRPH










RXU PDLQ VSHFLILFDWLRQ FROXPQ  LQ 7DEOH  :H DOVR FDOFXODWHG PDUJLQDO FRVWV EDVHG RQ
VSHFLILFDWLRQV  DQG LQ 7DEOH ZKLFK DVVXPHGGLIIHUHQW VL]HV RI WKH WRWDO PDUNHW 7KH
HVWLPDWHGGLIIHUHQFHVDUHQHJOLJLEOHDQGLQERWKFDVHVWKHPHGLDQPDUNXSLVDVZHOO




VOLJKWO\ DERYH  SHUFHQW 7KH HVWLPDWHV DUH DOVR URXJKO\ LQ OLQH ZLWK HVWLPDWHV EDVHG RQ
DFFRXQWLQJGDWDWKHERWWOHGZDWHUGLYLVLRQVRI1HVWOpDQG'DQRQHUHSRUWRSHUDWLQJPDUJLQVIRU
JOREDO VDOHV RI DURXQG  SHUFHQW EHIRUH WD[HV DQG H[FOXGLQJ FDSLWDO FRVWV $FFRUGLQJ WR
GLVFXVVLRQVZLWKDUHWDLOPDQDJHUDJRRGHVWLPDWHRIWKHDYHUDJHUHWDLOPDUJLQRQERWWOHGZDWHULV
 SHUFHQW &RPELQHG ZLWK D YDOXH DGGHG WD[ RI  SHUFHQW WKLV LPSOLHV D WRWDO PDUJLQ
UHWDLOPDQXIDFWXUHURIWREHFRPSDUHGZLWKRXUPHGLDQHVWLPDWHRI*LYHQWKHZHOO
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7KHPDUNHWVKDUHVDUHQRZFDOFXODWHGDFFRUGLQJWR
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ZKHUHWKHVHWRISURGXFWVLQFOXGHGDUHRQO\WKHGRPHVWLFEUDQGV7KHSUHGLFWHGSULFHVDQGPDUNHW








































HIIHFWV LPSOLHV WKDW DJJUHJDWH ZHOIDUH LV VRPH  PLOOLRQ NURQRU ORZHU ZKHQ LPSRUWV DUH
EDQQHG6HWWLQJWKLVILJXUHLQUHODWLRQWRWKHVXPRIFRQVXPHUDQGSURGXFHUVXUSOXVXQGHUWUDGH
ZHFRQFOXGHWKDWZHOIDUHLVSHUFHQWKLJKHUZKHQLPSRUWVDUHDOORZHG7KXVWUDGHLQERWWOHG

















































EDQQLQJ WUDGH XQGHU WKH DVVXPSWLRQ WKDW SULFHV DUH VHW E\ WKH GLVWULEXWRU UDWKHU WKDQ E\ WKH
PDQXIDFWXULQJ JURXS 0RVW YLVLEOH LV WKDW SURILWV IURP LPSRUWHG EUDQGV DUH VOLJKWO\ KLJKHU
UHIOHFWLQJWKHKLJKHUPDUNXSV DVVRFLDWHGZLWKWKHDGGLWLRQDOFURVVEUDQGFRQVLGHUDWLRQVZKHQ
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%HUU\ 6WHYHQ 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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IOLHV ORFDWLRQV IURP KWWSZZZSODQHWZDUHFRP DQG JUHDW FLUFOH
GLVWDQFHVIURPKWWSZZZZFUODUVXVGDJRYFHFMDYDODWORQJKWP
%5$1'
&+$5$&7(5,67,&6
0LQHUDOFRQWHQWORFDWLRQDQGZKHWKHUQDWXUDOPLQHUDOZDWHUWKURXJK
ODEHOVFRUUHVSRQGHQFHZLWKPDQXIDFWXUHUVDQGWKH6ZHGLVKEUHZHUV
DVVRFLDWLRQ'LVWULEXWLRQPDQXIDFWXUHUDQGJURXSGHWDLOVIURP$&
1LHOVHQ
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